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With the deepening and subdivision of international division of labor, the 
relationships of international trade have been quite changed. Intra-industry trade 
and intracoporation trade have developed very quickly. Processing trade is 
playing a very important role in international trade and becoming the primary 
way of international trade. And it will be further developed. 
We have achieved great success in processing trade since the late 1970s. 
Processing trade have made outstanding contribution in arranging employment, 
making use of foreign capital and improving the technical progress of 
manufacturing industry, it is also helpful for upgrading industries. But now, we 
are faced with the problems of further using our comparative advantages and 
extending value chains of processing trade. So, researching these problems is 
very central to the development of processing trade. 
This paper uses international trade theories, especially comparative 
advantage theory， to explain China’s processing trade. On the basis of 
retrospecting international trade theories, this paper educes that comparative 
advantage theory is the basic principle of international trade and it is always 
being improved. Even the new international trade theory does not deny it 
outright. Then we establish the theoretical basis for a further analysis. At the 
same time, the intra-industries division and the links division of production are 
the main international divisions of labor. So comparative advantages in 
intra-industries are becoming comparative advantages in the links of production. 
This paper sees about the processing trade in the new international division of 
labor and achieves that processing trade is in accord with China’s advantages 
and is one of the natural choices of trade ways. After reviewing the development 
of China’s processing trade and analyzing its advantages and disadvantages, this 
paper advances the comparative advantage tactics. On the basis of using the 
comparative advantage of labor force cost, we must improve the rate of value 
increments and ability of domestic purchase, and hold the links of high tech and 
high extra value.               
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